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Introduction/Procedural Background

On February 9, 2001, Fitchburg Gas and Electric Light Company (“FG&E” or
“Company”) filed its 5-Y ear Electric Energy Efficiency Plan (“EE Plan”) for the period March
1998 through December 2002 (Docket D.T.E. 98-48/49) with the Massachusetts Department of
Telecommunications and Energy (“ Department”) and the Division of Energy Resources
(“DOER”). On June 28, 2001, the Company submitted a Settlement Agreement with the
Department in support of the EE Plan between FG&E , the Low-Income Energy Affordability
Network and the Northeast Energy Efficiency Council (the “ Settling parties’). On July 9, 2001,
the DOER filed its opinion of the Company’s filing and Settlement Agreement with the
Department, approving FG& E’s plan for consistency with statewide energy efficiency goals,
supporting the Company’ s Settlement Agreement and recommending the approval by the
Department. On August 17, 2001, the Department approved the Company’s EE Plan as
modified by the Settlement Agreement.

Included in the Settlement Agreement, the Settling Parties agreed that FG& E will “file an
updated budget for 2002 consistent with the terms of this Agreement, based on actual in-field
experience by no later than November 1, 2001.” On November 1, 2001, pursuant to the
Settlement Agreement, FG&E filed its updated Energy Efficiency Program Budget for 2002
(“Nov. 1 EE Update”). At that time, FG& E included actual energy efficiency (“EE”) results
(e.0., EE revenues and expenses) through September 2001 and estimates for October through
December 2001. A copy of this budget update filing was shared with all Settling Parties. After
the beginning of the new year, DOER staff requested the Company to update its 2002 budgets to
include changes since the Nov. 1 EE Update, including reconciliation of final 2001 program
results on year-end EE fund balances. On April 25, 2002, FG&E filed an original and 8 copies
of this updated 2002 Energy Efficiency Program Budget (including areconciliation/summary of
changes from the Nov. 1 EE Update) with the Department and DOER, in the format required by
the September 3, 1999 Guidelines Supporting the Massachusetts Division of Energy Resources



Energy Efficiency Oversight and Coordination (“DOER Guidelines’). Copies of the updated
2002 EE Program Budget filing were shared with the Settling Parties in this docket.

Correspondence in early May from DOER staff indicated that information on the
Company’s 2002 programs and budgets must be submitted in aformat more consistent with
NStar's recent 2002 Energy Efficiency Plan Update'. Hence, this FG& E Electric Energy
Efficiency 2002 Program and Budget Update is presented.

In addition to this Introductory/Procedural Background Section, Section Il of thisfiling
provides a summary of key plan components (including the program budgets and performance
incentive metrics for 2002, filed earlier with the Department and DOER on April 25th and April
17th, 2002, respectively). Section |11 identifies any program design/implementation changes for
the year 2002 in the residential, low-income, and commercial/industrial sectors. Finally, Section
IV provides a summary of FG& E’s recent evaluation activities and M& E plans and budgets for
2002.

! See NStar Electric Three Y ear Energy Efficiency Plan — 2002 Update, April 10, 2002 .
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Il. Summary of Key Plan Components
A. Program Budgets

As detailed in the Company’s Nov. 1 EE Update, FG& E proposes continued
implementation of the following programs in during 2002:

1. Residential Non Low-Income
- ENERGY STAR® Homes (including Building Codes support)
- ENERGY STAR® Lighting
-  ENERGY STAR® Appliances
- Residential Conservation Services
- Residentia Efficiency Program
- Residential ENERGY STAR® Trade-In (Torchieres and Air Conditioners)
- Energy Efficiency Web Site Devel opment
2. Residential Low-Income
- New Construction / Multi Family
- In-Home Services/ Products & Services/ Information & Education
3. Commercial and Industrial
- Smal Commercial and Industrial Program
- Comprehensive Efficiency (new construction and retrofit)
- Regiond Initiatives Including: Motor-Up, Unitary HVAC Efficiency, Design
Lights, Operations & Maintenance Training & Certification, and Compressed Air
Consistent with the Company’s April 25, 2002 filing, the following tables present
FG&E’s 2002 Electric Energy Efficiency Program Budget details in the format required by the
DOER Guidelines. Copies of FG&E' s Nov. 1 EE Update and April 25, 2002 reconciliation
filing are included as Attachments 1 and 2, respectively. These attachments discuss 2001
program activities and provide the basis for the Company’s 2002 budgets.

Table 1 shows the derivation for FG& E’s proposed energy efficiency program budget for
2002 (information for 2000 and 2001 are also presented in thistable). Based on the legislated
0.25 mils/lkWh charge for 2002 and estimated residential, commercia and industrial sales
forecasts, the total Company budget for el ectric energy efficiency programsis $1.6 Million,

including any carryovers and adjustments from previous year collections and program
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expenditures. Any funds (or deficits) which exist for a given market sector at the end of the year
2002 will be carried forward to that same market sector for the 2003 budget.

Table 2 presents the detailed 2002 program budgets for each customer class, separated
into the following categories: (1) program planning and administration; (2) program marketing;
(3) customer / contractor rebates; (4) program implementation; (5) evaluation and market
research; (6) performance incentives, and (7) other. Consistent with Article VIII (page 7) of the
Company’s June 28, 2001 Settlement Agreement, and its November 1, 2001 budget filing for
program year 2002, this budget includes $12,000 for non-utility party collaborative finding

support.

Table 3 provides a summary of outsourced services for 2002, showing dollars and
percentage values within each budget category that are being provided by in-house staff or are
being outsourced. Breakdowns are presented by customer class and on atotal
program/company-wide basis. Approximately 61% of all 2002 program activities will be
outsourced and 97% of those outsourced activities will be competitively procured.

Table 4 shows the residential and commercial/industrial sectors’ contributions toward
FG&E’s 2002 low-income program budgets. Consistent with forecast sector MWh sales for
2002, residential (including low-income) customers will contribute 30.6% and
commercial/industrial customers will contribute 69.4% of funding for the Company’s 2002 |ow-

income program budget.
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B. Proposed Performance Metrics and Shareholder Incentives

As established in the D.T.E. 98-100 Final Guidelines (Section 5), FG&E is entitled to
earn a shareholder incentive calculated as a percentage of the budget, depending upon measured
performance with respect to predefined program goals. Included in the June 28, 2001 Settlement
Agreement was arequirement that FG& E “work with the Settling Parties to develop proposed
performance metrics consistent with the D.T.E. Guidelines for 2002 with the understanding that
the Settling Parties file specific metrics and alocations of incentives among programs for 2002,
including metrics for both regional/statewide programs and Company-specific programs, at the
Department on or before March 31, 2002.” # The Company has worked diligently with the
Settling parties and other Massachusetts' electric utilities over the past number of months toward
development of consensus agreement on all regional/statewide program and Company-specific
metrics. Results from these efforts were submitted to the DOER and Settling Parties on April 17,
2002 and is presented herein as Attachment 3.

Section 5 of the Guidelines issued by the Department in D.T.E. 98-100 provided
distribution companies with direction about the Department’ s preferred structure for sharehol der
incentive mechanisms and how to calculate shareholder incentives associated with distribution
companies performance under their energy efficiency plans. The guidelines included definitions
of a“design” performance level, a“threshold” performance level, and an “exemplary”
performance level. The design performance level was defined as achieving 100% of the goal
included in the Company’s Energy Efficiency Plan. The threshold performance level was
defined as achieving 75% of the goal. And, the exemplary level was defined as achieving 125%
of the goal.

Section 5 aso provided direction to the distribution companies about how to calculate
shareholder incentives. The after-tax shareholder incentive related to accomplishing the design
performance level was to be calculated as the product of: “(1) the average yield of the three-
month United States Treasury bill..., and (2) total program implementation costs asincluded in a
distribution company’s Energy Efficiency Plan.” (D.T.E. 98-100: Final Guidelines Section 5.3.)

2 June 28, 2001 Settlement Agreement, Section VI. B., pages 6 and 7.
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Performance at the threshold level results in a shareholder incentive that is equal to 75% of the
design incentive level. A distribution company shall earn no incentive if its performanceis
below the threshold performance level. Performance at the exemplary level resultsin a
shareholder incentive that is equal to 125% of the design incentive level, and a distribution

company shall earn no more than its exemplary performance level.

The Massachusetts electric utility companies, with support from the non-utility parties,
have proposed that the above calculation algorithm be modified for 2002. This proposal
addresses concerns that the very low prevailing Treasury bill rates may not provide an
appropriate incentive to the electric distribution companies. The Massachusetts electric
distribution utilities and the non-utility parties also recognize the need for timely review and
updating of the shareholder incentive mechanism for the period 2003 — 2007. Although final
resolution on the proposed modification of the calculation and level of incentive for 2002 has not
yet been reached, FG& E, the Settling Parties, and the other electric distribution companies have
agreed to the following:

1. FG&E and the other Massachusetts electric distribution companies’ 2002 energy
efficiency budgets use a shareholder incentive “place holder” amount equivalent to a
4.5% after tax rate at the Design Level of performance;

2. By Jduly 1, 2002, the parties will work together to reach agreement on the incentive
calculation and rate to be used in 2002, subject to DTE approval; and

By July 1, 2002, the parties will jointly propose a performance-based shareholder
incentive mechanism for al of the distribution companies during 2003 — 2007,
subject to D.T.E. approval. In developing this proposal, all parties agree to consider
the following incentive topics: the method used to determine the allowable level of
incentives, the uniformity of shareholder incentive mechanisms across the companies
and programs; the deign and structure of the incentive mechanisms; the
threshold/design/exemplary tiers and percentages; the basis of the incentives
(expenditure versus budget); the performance basis of the incentive mechanisms (the
roles of savings, cost-effectiveness, and regional metrics); the potential for multi-year
metrics that are progressively linked; and the recovery method for the incentive.
Other issues may be considered in addition to the issues identified above.
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C. Cost Effectiveness by Program

The Company, as part of its original February 9, 2001 Energy Efficiency Program Plan
filing, performed a detailed total resource cost analysis for al of its proposed energy efficiency
programs. Benefit/Cost ratios in this analysis were calculated in accordance with the
Massachusetts Department of Telecommunications and Energy’ s Guidelines for the Methods and
Procedures for the Evaluation and Approval of Energy Efficiency Programs; D.T.E. 98-100. To
the greatest extent practical, key input assumptions were compared for each program with those
being used by the other Massachusetts electric distribution utilities and additional efforts to
ensure consistency of assumptions amongst utilitiesis still underway. Results from the
Company’ s Cost-Effectiveness analyses are summarized below *:

Residential — Non L ow-Income B/C Ratio
a) ENERGY STAR® Homes 1.2
b) ENERGY STAR® Lighting 3.6
c) ENERGY STAR® Appliances 14
d) RCS and Residential Efficiency 1.4
€) Residential ENERGY STAR® Trade-In 1.4
Subtotal Residential Non L ow-Income: 2.0

Residential — Low Income

a) New Construction, Multi-Family, and In-Homes Services 2.0

Subtotal Residential — L ow Income: 2.0
Commercial & Industrial

a) Smal Commercia and Industrial Program 15

b) Comprehensive Efficiency (new construction and retrofit) 2.7

Total Commercial & Industrial: 25

Total All Programs. 2.2

% Source: Section |1, Table I1-4 of FG& E’s February 9, 2001 5-Y ear Energy Efficiency Program Plan.
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Il Proposed Program Changes for 2002

A. Residential Non-Low Income

The Company is proposing afew changes in 2002 to its residential non-low income

energy efficiency programs. The changes are summarized in the following table:

Program

M odifications for 2002

ENERGY STAR® Homes

$100 achievement incentive for HERS rating of 87+ for
single family homes (88+ for multi-family homes) — no
achievement incentives were offer for HERS ratingsin
2001.

Maximum lighting / appliance / ventilation rebate
lowered to $900 (from $1000 in 2001). Individual end-
use maximum rebate levels lowered.

$100 max rebate for ventilation (same as 2001), but
must be for approved mechanical ventilation.

$100 max rebate for refrigerator (down from $200 in
2001).

Balance of $800 toward the 100% reimbursement of
hard-wired light fixtures, bulbs, table-lamps and
torchieres (vs. $900 max rebate for lighting fixturesin
2001).

ENERGY STAR® Lighting

Rebate for CFL bulbs lowered to $3, from $5 in 2001 —
fixture rebates remain the same ($10 exterior, 415
interior, $20 torchieres).

Expanded focus on Industry Initiated Promotions
(leveraging industry dollars with utility budgets.

ENERGY STAR® Appliances

$50 rebate on washing machines discontinued in 2002.
Focus shifting to Industry Initiated Promotions.

RCS & Res. Efficiency

In addition to audits, 2001’ s introduction of the
Coalition Action Plan will continue in 2002 including
percentage-based rebate incentives for homeowners
willing to invest in installing major cost-effective energy
efficiency measures.

ENERGY STAR® Trade-In

No Changes from 2001

Web Site Devel opment

No Changes from 2001

13




B. Residential - Low Income

The Company is currently completing a process flow, customer awareness, participation,
satisfaction and quality control assessment of it existing electric energy efficiency low-income
program. Results from this assessment may identify potentia areas for program modification.
However, at the present time, FG& E continues to deliver its 2002 low- income program in a
manner consistent with its 2001 delivery.

C. Commercial and Industrial Programs

The Company is proposing the following changes in 2002 to its commercial and industrial

energy efficiency programs:

Program M odifications for 2002
Small C&1 Program - No Changes from 2001
CEP — New Construction - No Changes from 2001
CEP — Retrofit - No Changes from 2001
Motor-up - Together with CEE, the regional working group has

adopted the new “NEMA Premium” standards for all
qualifying motors (vs. old CEE standards in 2001).

The regiona working group has developed a new
marketing campaign that will be implemented by APT
in 2002.

Severa of the other regional utilities will begin to
perform vendor outreach activities internally rather than
viathe APT “circuit rider”. FG&E will continue to use
APT for these activities.

Unitary HVAC (Cool Choice) - Incentives for all Package Terminal Systems have been
eliminated (vs. $45 per ton prescriptive incentive in
2001).

New measure has been added to regional worksheet -
$250 per control to be provided for installation of dual
enthalpy economizer control on qualifying equipment.

Design Lights Consortium - Updating Office and Classroom KnowHow Series
guides and developing 8 new case studies for the overall
KnowHow series of guides.

O&M Training / Certif. - Level of co-funding decreased from $700 to
$400/attendee

14




V. Evaluation

On December 21, 2001, the DOER and D.T.E. staff requested that M assachusetts electric
utilities summarize current and planned evaluation activities. FG& E provided the requested
information on January 11, 2002. On March 1, 2002, in response to the Non-Utility Parties
comments on its January 11, 2002 submittal, the Company provided an updated evaluation plan
(by memo dated March 1, 2002) which included eval uation budgets by program and sector for
2002. These updated evaluation budgets have been incorporated into the Company’s Final 2002
Energy Efficiency Program budget provided herein. Please refer to Attachment 4 for a copy of
FG&E’'s 3/1/02 Updated Evaluation and Market Assessments memo and associated summary of
the Company’s proposed 2002 evaluation activities by program.

15



ATTACHMENT 1

FG&E November 2, 2001 Energy Efficiency Update Filing
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NEW YORK

WASHINGTON, D.C.

ALBANY
BOSTON
DENVER
HARRISBURG
HARTFORD
HOUSTON
JACKSONVILLE
LOS ANGELES
NEWARK
PITTSBURGH
SALT LAKE CITY
SAN FRANCISCO

LEBOEUF, LAMB, GREENE & MACRAE
LL.P

A LIMITED LIABILITY PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS

260 FRANKLIN STREET
BOSTON, MA 02110-3173

(817) 439-9500
FACSIMILE: (817) 439-0341

FACSIMILE: (817) 438-0342

WRITER'S DIRECT DIAL:

617-748-6847
email: mpurceli@ligm.com

November 1, 2001

Mary L. Cottrell, Secretary
Massachusetts Department of Telecommunications and Energy

One South Station
Boston, MA 02110

Re:  Fitchburg Gas and Electric Light Company —
D.T.E. 98-48/49

Dear Ms Cottrell:

Attachment 1

LONDON
(A LONDON-BASED
MULTINATIONAL PARTNERSHIP)

PARIS
BRUSSELS
MOSCOW

RIYADH
(AFFILIATED OFFICE)

TASHKENT
BISHKEK
ALMATY
BEIJING

Pursuant to Settlement in the above referenced docket, Fitchburg Gas and Electric Light
Company (“FG&E™) herewith files an original and 8 copies of its updated Energy Efficiency
Program budgets for 2002. In addition to the updated budgets, provided in the format required
by the Guidelines Supporting the Massachusetts Division of Energy Resources’ Energy
Efficiency Oversight and Coordination', FG&E has included a narrative summary of changes

from the projected 2002 budget included in the Settlement.

Copies of this filing have been sent to the Settling Parties in this docket and FG&E has

included electronic copies in Microsoft Excel and Word.

! Dated September 3, 1999.
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Mary L.' Cottrell, Secretary
Massachusetts Department of Telecommunications and Energy
November 1, 2001

Page 2
Thank you for your attention to this matter.
Very Truly Yours,
{ &:abé Purcell ; g -
Encs.

cc:  John Geary, Hearing Officer
Larry Masland, DOER
Bruce Ledgerwood, DOER
Steven Venezia, Esq., DOER
John Manning, Northeast Energy Efficiency Council
Alexander Cochis, Assistant Attorney General
Jerrold Oppenheim, Esq., Low Income Affordability Newtork
Richard Kennelly, Conservation Law Foundation

BS74927
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Fitchburg Gas and Electric Light Company
5-Year Energy Efficiency Program Plan
Budget Update Summary - 2002
D.T.E. 98 - 48/ 49

. Summary:

On February 9, 2001, Fitchburg Gas and Electric Light Company (“FG&E” or
“Company”’) FG&E filed its 5 Year Energy Efficiency Program Plan (“EE Plan”) with the
Department of Telecommunications and Energy (“Department”) in compliance with the
Department’s Orders in docket D.T.E. 98-48/49. On June 28, 2001, the Company filed a
Settlement, signed by the parties to this docket and on August 17, 2001, the Department
approved the Settlement. Pursuant to the Settlement, FG&E herewith files updated program
budgets for 2002 on or before November 1, 2001.

Included in its February 9™ EE Plan, FG&E provided actual program expenditures for
1998 and 1999, actual (9) and projected (3) expenditures for 2000 and proposed program budgets
for 2001 and 2002. The proposed program budgets wére approximately $2.1 and $1.7 million,
respectively, for each year'. With actual program results through September 2001, projected
year-end expenditures are expected to be approximately $1.8 million and $1.7, respectively. A
brief discussion of 2001 EE activities is provided below followed by the updated program
budgets for 2002. For consistency with the Company’s EE Plan, budget details, provided in the
format required by the Guidelines Supporting the Massachusetts Division of Energy Resources’
Energy Efficiency Oversight and Coordination, are attached to this summary as 11/01/01 Update
— Tables 1 through 4.

ll. Residential Non-L.ow Income:
In general, electric sales were higher than projected for the residential sector during 2001,
generating nearly $80k more in EE revenues. In contrast, total program costs’ were

approximately $114k under budget. Combined, these two factors increased the projected over-

! From Appendix A, Table 1 of the Company’s 5 Year EE Plan filed February 9, 2001.

? Total program costs include approved Performance Incentives, reversal of Lost Base Revenue in
compliance with Department Orders, and direct program costs.
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" collection® for this sector (includirig interest), by approximately $200k. The majority of the
residential EE programs are on track for 2001. Because of the late start of the Residential Trade-
In Program®, specifically the air-conditioner (“a/c”) component, FG&E expects this program to
be under budget by the end of 2001. The Company is currently arranging for a/c trade-in events
to be held during the 2002 cooling season and intends to use as much of the original budget

during 2002, however, it is likely that activity for this program will continue into 2003.

By year-end 2002, based on the Residential sector’s projected EE revenue of $775k and
program expenses of $656k, this sector is expected to be approximately $138k over-collected.
Table 1 shows a comparison of the forecast year end balance for this sector’s from FG&E’s
2/9/01 EE Plan versus its 11/1/01 update.

Table 1
Forecast Year End Balance --2002
Residential Non-Low Income

Forecast Updated Fcest Variance
(0&12) (0 & 12)
2/9/01 EE Plan 11/1/01 Update (Forecast — Update)
Program Year 2002
Beginning Balance $204,954 $406,922 ($201,968)
EE Revenue $353,670 $368,183 ($14,513)
Total Sector Revenue $558,624 $775,105 ($216,481)
Performance Incentive/LBR $18,300 $118,791 ($100,491)
Program Costs $549,618 $537,564 $12,054
Total Costs $567,918 $656,355 ($88,437)
Year-End Balance - Over/(Under) ($9,294) $118,750 ($128,044)
Interest on Balance $9,294 $19,010 ($9,716)
Balance Forwarded $0 $137,760 ($137,760)

3 See attached 11/01/01 Update, Table 2, Page 1 of 2.

4 FG&E’s other residential programs received interim D.T.E. approval in Phase I of D.T.E. 98-48/49 and
the Company was able to continue implementation of these programs during Phase II of this docket. The Trade-In
Program was not included in the Company’s original 5 Year Plan proposal. Therefore, FG&E waited until it
received approval (on August 17, 2001) before implementing this program.
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. Resideﬁtial Low-Income:

The Residential Low Income (“LI”) sector’s EE revenue and resulting EE budgets are
dependent on the electric sales for the entire Company, including the Commercial and Industrial
sector. With actual sales and collection data through September 2001, year-end 2001 EE
revenues for the LI sector are expected to be approximately 7% below that projected in the
Company’s EE Plan, while 2001 program expenditures are expected to be about 6% below the
original projection for the year. Program expenditures for 2000 were ahead of budget, however.
In its February 9™ EE Plan, FG&E projected that 2000 LI spending would be about $136k.
Actual 2000 program spending came in at $176k. The over expenditure was due to an

unexpected, large multifamily project completed in the last quarter of 2000.

By year-end 2002, based on the LI sector’s projected EE revenue of $1225k and program
expenses of $121k, this sector is expected to have a zero balance. Table 2 shows a comparison

of the forecast year end balance for this sector from FG&E’s 2/9/01 EE Plan versus its 11/1/01

update. .
Table 2
Forecast Year End Balance --2002
Residential Low-Income
Forecast Updated Fest Variance
(0&12) (0 &12)
2/9/01 EE Plan 11/1/01 Update  (Forecast — Update)
Program Year 2002 ,
Beginning Balance $22,902 ($10,741) $33,643
EE Revenue $130,073 $133,561 ($3,488)
Total Sector Revenue $152,975 $122,820 $30,155
Performance Incentive/LBR $11,263 $34,963 ($23,700)
Program Costs $142,751 $87,052 $55,699
Total Costs $154,014 $122,015 $31,999
Year-End Balance - Over/(Under) ($1,039) $805 (81,844) -
Interest on Balance $1,039 ($805) $1,844° -
Balance Forwarded $0 $0 $0
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IV. Commercial & Industrial:

Actual electric sales for the Commercial and Industrial (“C&I”) sector for 2000 and 2001
were below sales projected in FG&E’s EE Plan resulting in lower EE revenue than expected. At
the end of 2001, FG&E expects revenue for this sector to be approximately $101k less than
originally projected. However, spending is currently ahead of budget by approximately $100k.
In its February 9™ EE Plan, FG&E projected that 2000 spending for this sector would be about
$872k while actual 2000 program spending came in at just over $1million (or $178k over
budget). The over expenditure was due to several projects that were completed ahead of
schedule. Year end program expenses for 2001 are projected to be about $82k under budget for
a net impact of $100k.

By year-end 2002, based on the C&I sector’s projected EE revenue of $825 k and
program expenses of $822k, this sector is expected to have a zero balance. Table 3 shows a
comparison of the forecast year end balance for this sector from FG&E’s 2/9/01 EE Plan versus

its 11/1/01 update. .

Table 3
Forecast Year End Balance --2002
Commercial and Industrial

Forecast Updated Fest Variance
(0 & 12) 0 &12)
2/9/01 EE Plan 11/1/01 Update  (Forecast — Update)
Program Year 2002 .
Beginning Balance $199,799 ($9,004) $208,803
EE Revenue $816,987 $833,867 ($16,880)
Total Sector Revenue $1,016,786 $824,863 $191,923
Performance Incentive/LBR $75,925 $223,177 ($147,252)
Program Costs $949,920 $598,632 $351,288
Total Costs $1,025,845 $821,809 $204,036
~ Year-End Balance - Over/(Under) . ($9,060) $3,054 ($12,114) .
Interest on Balance $9,060 ($3,054) $12,114
Balance Forwarded $0 $0 $0
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LEBOEUF, LAMB, GREENE & MACRAE

Attachment 2

L.LP
A LIMITED LIABILITY PARTNERSHIP INCLUDING PROFESSIONAL CORFPORATIONS
NEW YORK 260 FRANKLIN STREET LONDON
WASHINGTON. D.C. BOSTON, MA O2110-3173 uTnATIONA PARTHER P
BOSTON (G17) 439-9500 PARIS
DENVER BRUSSELS
HARRISBURG FACSIMILE: (617) 439-0341 JOHANNESBURG
HARTFORD FACSIMILE: (617) 439-0342 (PTV) LTO.
HOUSTON MOSCOW
JACKSONVILLE RIYADH
LOS ANGELES WRITER'S DIRECT DIAL: IAFFILIATED OFFICE)
NEWARK TASHKENT
PITTSBURGH
SALT LAKE CITY BISHKEK
SAN FRANCISCO ALMATY
617-748-6847 BEIING
mpurcell@ligm.com
April 25, 2002
Mary L. Cottrell, Secretary
Massachusetts Department of
Telecommunications and Energy
One South Station

Boston, MA 02110

Re: Fitchburg Gas and Electric Light Company — D.T.E. 98-48/49

Dear Ms. Cottrell,

On November 1, 2001, pursuant to Settlement in the above referenced docket, Fitchburg
Gas and Electric Light Company (“FG&E”) filed its updated Energy Efficiency Program Budget
for 2002 (“Nov. 1 EE Update”). At that time, FG&E included actual energy efficiency (“EE”)
results (e.g.; EE revenues and expenses) through September 2001 and estimates for October
through December 2001.

After the beginning of the new year, Division of Energy Resources (“DOER”) staff
requested the Company to update its 2002 budgets to include changes since the Nov. 1 EE
Update, including reconciliation of final 2001 program results on year-end EE fund balance.

FG&E herewith files an original and 8 copies of its Final 2002 Energy Efficiency
Program Budget in the format required by the Guidelines Supporting the Massachusetts Division
of Energy Resources’ Energy Efficiency Oversight and Coordination'. In addition, Attachment I
provides a summary of changes from the Nov. 1 EE Update.

' Dated September 3, 1999.
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Attachment 2

Mary L. Cottrell, Secretary
Massachusetts Department of
Telecommunications and Energy
April 25, 2002

Page 2

Copies of this filing have been sent to the Settling Parties in this docket and an electronic
copy, in Microsoft Excel and Word, are included.

Thank you for your attention to this matter.

Very Truly Yours,
/' Mé&abh Purcell ’

MP/ags . -
Enclosures
cc: John Geary, Hearing Officer

Larry Masland, DOER

Bruce Ledgerwood, DOER

Steven Venezia, Esq., DOER

John Manning, Northeast Energy Efficiency Council
Alexander Cochis, Assistant Attorney General

Jerrold Oppenheim, Esq., Low Income Affordability Network
Richard Kennelly, Conservation Law Foundation

B§79692v1
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Attachment |
Fitchburg Gas and Electric Light Company
Docket DTE 94-48/49

Final 2002 Energy Efficiency Program Budget — April 2002 Update
Summary of Changes from the Nov. 1 Update

1. Energy Efficiency Fund Balance:
Actual program results, including revenues and costs, have been updated through December
31, 2001. Table A below summarize the changes in fund balance by sector.

TABLE A
Energy Efficiency Program Fund Balance
Program Year 2002
Line Original Fest Updated Fcst Variance
No. 2/9/01 EE Plan 4/22/02 Update Col. (b) - (a)
(a) (b) cy
Residentlal Non-Low Income
1. Beginning Balance (1/1/02) $204,954 $401,774 $196,820
2. EE Revenue $353,670 $336,520 ($17,150)
3. Total Sector Revenue $558.624 $738,294 $179,670
4, Performance Incentive $18,300 $120,650 $102,350
5.  Program Costs $549,618 $629,802 $80,184
6. Total Costs $567,918 $750,452 $182,534
7. Yr-End Over/(Under-Recovery) ($9,294) ($12,158) ($2,864)
8. interest on Balance $9,294 $12,158 $2,864
9 Ending Balance (12/31/02) 30 50 30
Residential Low-income
10. Beginning Balance (1/1/02) $22,902 $3,027 ($19,875)
1. EE Rewenue $130,073 $133,561 $3,488
12. Total Sector Revenue $152,975 $136,588 $76,387)
13. Performance incentive $11,263 $35,199 $23,936
14, Program Costs $142,751 $101,098 ($41,653)
15. Total Costs $154,014 $136,297 ($17,717)
16. Yr-End Over/(Under-Recowery) ($1,039) $291 $1,331
17. Interest on Balance $1,039 {$291) ($1,330)
18. Ending Balance (12/31/02) 30 $0 31
Commercial and industrial
19. Beginning Balance (1/1/02) $199,799 ($90,661) ($290,460)
20. EE Rewvenue $816,987 $865,530 $48,543 ’
21. Total Sector Revenue $1,016,786° $774,868 %241,977)
22. Performance Incentive $75,925 $214,594 $138,669
23. Program Costs $949,920 $555,467 ($394,453)
24, Total Costs $1,025,845 $770,061 {$255,784)
25. Yr-End Over/(Under-Recowery) ($9,060) $4,808 $13,868
26. Interest on Balance $9,060 ($4,808) ($13,868)
27. Ending Balance (12/31/02) $0 %0 30
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TABLE A
Energy Efficiency Program Fund Balance
Program Year 2002
(cont.)
NOTES:
Ln 1. Beginning Balance 1/1/02 - Variance due to:

a) Final year-end carry-forward as of 12/31/00 was approx. $61k higher than projected in the 2/9/01
filing (2000 actual expenses were lower than projected);
b) Actual 2001 Program Costs were under-budget by approx. $86k. The Res Trade-In Program,
which received approval too late (8/01) for effective implementation in 2001, accounted for the
majority of the variance.

Ln 2. Projected 2002 EE Revenue: Variance due to updated load forecast

Ln 4. Projected 2002 Performance Incentive: In FG&E's 2/9/01 filing, this value was shown for 2002 only;
in the 4/22 Update, this value includes recovery for 2000 and 2001 Perfomance Incentives, in
addition to 2002.

Ln 5. Projected 2002 Program Budgets: Updated to reflect revised 2002 assumptions.

Cn 10. Beginning Balance 1/1/0Z2 -~ Variance due to:
a) Final year-end camy-forward as of 12/31/00 was approx. $32k lower than projected in the 2/9/01
filing (2000 expenses were higher than expected. $49k was reversed in 2001 for a booking error that
occurred in 2000);
b) Actual 2001 Program Costs were under-budget by approx. $75k — the majority of which is
accounted for by a reversal of approx. $49k to comegt a booking error that occurred in 2000.

Ln 11. Projected 2002 EE Rewvenue: Variance due to updated load forecast
Ln 13. Projected 2002 Performance Incentive: in FG&E's 2/9/01 filing, this value was shown for 2002 only;

in the 4/22 Update, this value includes recovery for 2000 and 2001 Performance Incentives, in
addition to 2002.

Ln 14. Projected 2002 Program Budgets: Updated to reflect revised 2002 assumptions.

Ln 19. Beginning Balance 1/1/02 — Vanance due to:
a) Final year-end cary-forward as of 12/31/00 was approx. $126k lower than projected (2000
expenses were higher than projected in the 2/9/01 filing);
b) Actual 2001 Program Costs were under-budget by approx. $35k (in total).; and
c) Actual 2001 EE Revenue were iower than projected by $135k due to lower C&l sales.

Ln 20. Projected 2002 EE Rewenue: Variance due to updated ioad forecast

Ln 22. Projected 2002 Performance Incentive: In FG&E's 2/9/01 filing, this value was shown for 2002 only;
in the 4/22 Update, this value includes recovery for 2000 and 2001 Performance Incentives, in
addition to 2002. .

Ln 23. Projected 2002 Program Budgets: Updated to reflect revised 2002 assumptions.

2. Program Budgets revised for FG&E’s Updated 2002 Evaluation Plan:

On December 21, 2001, the DOER and D.T.E. requested that Massachusetts electric utilities
summarize current and planned evaluation activities. FG&E provided the requested information on
January 11, 2002. On March 1, 2002, in response to the Non-Utility Parties comments on its
January 11, 2002 submittal, the Company provided an updated evaluation plan which included
evaluation budgets by program and sector for 2002. The updated evaluation budgets have been
incorporated into the Company’s Final 2002 Energy Efficiency Program budget provided herein.
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3. Progi'am Budgets updated to include Revised 2002 Performance Incentives calculated 'dsih’g
the “placehoider” rate of 4.5%:

The Utility and Non-Utility Parties have agreed to re-examine the Utility Performance Incentive
mechanism for 2002, and consider other ideas/mechanisms for the upcoming 2003-2007 period.
As part of the discussions, the Parties have agreed that the Utilities should use a “placeholder” rate
of 4.5% (after tax) to estimate 2002 Performance Incentives for budget purposes. FG&E’s Final
2002 Energy Efficiency Program Budget includes re-calculation of the Performance Incentive based
on the 4.5% “placeholder” rate.
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ATTACHMENT 4

FG&E FINAL 2002 ELECTRIC EVALUATION PLAN



Attachment 4

Updated — March 1, 2002

Fitchburg Gas and Electric Light Company
2002 Evaluation Plans

On December 21, 2001, the Massachusetts Department of Telecommunications and Energy (DTE) and
Division of Energy Resources (DOER) issued a letter providing Massachusetts electric utilities guidance
for conducting evaluations of energy efficiency and market transformation programs. In addition, the
DTE/DOER requested the utilities to provide a summary of both current evaluation activities and
evaluation plans for 2002.

Evaluation Activities:

FG& E has conducted and participated in several energy efficiency and market transformation studiesin
recent years. During 2002, the Company will continue to participate in joint evaluation activities
wherever possible so as to maximize its evaluation budget. FG& E also plans to conduct independent
process and/or impact studies on certain, company-specific programs. In addition, the Company will
continue to participate in, or support other evaluation activity required to achieve performance metrics,
meet regulatory requirements, or support other state or regional efforts.

Because of its small size, FG& E’ s support must be tempered by its need to provides its customers with
cost-effective energy efficiency programs with limited resources. It is aso hampered by the fact that its
small customer base may limit the statistical reliability of some types of studies. Asit hasin the past,
FG& E continues to support joint activity where possible, and utilize data provided from studies
conducted by other utilities in the region to assess the effectiveness of its own energy efficiency
programs.

Evaluation activities for 1999 through 2002 are provided in Table 1 below. In addition to these
activities, FG& E is willing to consider other joint utility evaluation studies.

Evaluation Budgets:

Budgets for FG& E’'s 2002 energy efficiency programs were filed with the DTE, DOER and Settling
Partiesin DTE 98-48/49 on November 1, 2001 and included actual program data for 2001 through
September 2001. Budgets provided in this submittal have been updated to include fina program costs,
interest and carry-over through December 31, 2001. Asshownin Table 2, FG&E's proposed
evaluation budget of approximately $73,000 is over 4% of its Total EE Fund of $1.65 million.
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Table 1 — Evaluation Activities

Program / Initiative 1999 2000 2001 2002
Residential
Energy Star Homes |-  Market and Multi-Y ear Joint-utility
Program Process Program implementation of
Report Evaluation and selected MPER-
- Market Market Progress recommended
Transformation Report (MPER) studies. These
Plan studies will be
- Market prior_iti_zed so asto
Characterization ?V?|I$|Zee
and Baseline [ESOLICES
Study )
Residential Efficiency| Assess program
activitiesthrough
2001
ECS/RCS - Program Program Program Participatein, and
Redesign Redesign Redesign support, DOER
efforts to evaluate
the redesigned
program
Residential Lighting |-  Market Progress Multi-Y ear Joint-utility
Initiative Report Program implementation of
- Market Evaluation and selected MPER-
Transformation Market Progress recommended
Plan Report (MPER) studies. These
studies will be
prioritized so asto
maximize
available
resources.
Energy Star - Market Progress Regional Market Multi-Y ear Joint-utility
Appliances Report Transformation Program implementation of
- Clothes Washer Plan Evaluation and selected MPER-
Market Market Progress recommended
Assessment Report studies. These
EnergyStar studies will be
prioritized so asto
Awareness Study o
CEE) maximize
( available
resources.

Torchiere & Room
A/C Trade-In

Track number of
products

Track number of
products
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Table 1 — Evaluation Activities

Program / Initiative 1999 2000 2001 2002
Electric Low-Income - Process and - Process and
Impact Study — Impact Study —
Phase | and Il complete Phase 111
completed - Conduct activities
necessary to
support LEAN’s
efforts to evaluate
this program
Education / Website - Assessprogram
satisfaction and
value
Building Codes/ - No activity
R&D planned
Cé&l
Small C&1 Program - Conduct Process
and Impact Study
Comprehensive - Monitoring and - No activity
Efficiency Evaluation Study planned
(1995-1997)
Motors Up - Market Basdline/ - Regiond - No activity
Transformation Evaluation planned
Assessment
HVAC - Market - Regiond - No activity
Transformation Evaluation planned
and Progress
Report
DesignLites - Market - No activity
Transformation planned
and Progress
Report
Compressed Air - Market - No activity
Transformation planned
and Progress
Report
O&M - O&M Market - Regiond
Segment Baseling evaluation of
Study Building Operator
Certification
(BOC) Program
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11.
12.
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14.
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Table 2: FG&E's 2002 Evaluation Budget

March 1, 20021

Sector / Program

Residential Non-Low Income
Res. Efficiency / RCS
Residential Lighting
Res. Trade-In
Energy Star Appliance
Energy Star Homes

Total

Residential Non-Low Income
Low-Income
Total

Commercia & Industria
Small C&l
Comprehensive Efficiency
Design Lites
Motors Up
HVAC
O&M Training

Total

Total Evaluation Budget?

Total Program Budget®
Percent

Tota EE Funds®
Percent

Evaluation
Budget

$ 10,500
6,500
3,100
6,500
6,500
$ $33,100

$ 8,500
$ 8,500

$ 13,000
5,400

2,500

2,500

1,500

$ 6,000
$30,900

$ 72,500

$ 1,275,900
5.7%

$ 1,649,800
4.4%

! FG&E’s M&E budgets, Total Program budgets and Total EE Funds have been updated to reflect final program costs,
interest, and carry-over from 2001. Data provided to the DOER on 2/14/02 was based on 2001 data which contained 3
months (October — December) of estimates.

2 Total Evaluation Budget includes costs associated with energy efficiency evaluation activities including costs related to

cost-effectiveness research (impact evaluation), market research (market assessment, baseline studies, etc.), process
evaluations, and other costs clearly associated with evaluating programs. Do NOT include non-program related research
costs or DSM collaborative costs (these should be categorized as “ Other” for energy efficiency plan and annual reporting

purposes).

% Total Program Budget includes Program Planning and Administration (PP&A) costs, Marketing costs, Program

Implementation costs, and Customer I ncentives.

* Total EE Funds are defined as DSM revenue collected through the EE wires charge plus any carry-over and interest from

previous year.
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Corporate Office

6 Liberty Lane West
Hampton, NH 03842-1720

phone: 603-772-0775
fax: 603-773-6605

e-mail: corp@unitil.com



